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OATH OR AFFIRMATION

THOMAS V HOWARD

: swear (or affirm) that, to the

best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

TRUSTMARK FINANCIAL SERVICES, INC

as of
DECEMBER 31 19 2001

, are true and correct. I further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

PRESIDENT

Title

This report** contains (check all applicable boxes):

wEsfviviFels

N[A
N[A

(a) Facing page.
(b) Statement of Financial Condition. -
{c) Statement of Income (Loss).

. {(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners or Sole Propnetor s Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to thé Possession or control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

() An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report. ) )
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain ponions of this filing, see section 240.17a-5(ej(3).
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ANDERSEN

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Board of Directors of
Trustmark Financial Services, Inc.:

We have audited the accompanying balance sheets of TRUSTMARK FINANCIAL SERVICES, INC.
(TFSI), a Mississippi corporation and wholly owned subsidiary of Trustmark National Bank, as of
December 31, 2001 and 2000, and the related statements of income, changes in shareholder's equity, and
cash flows for the years then ended that you are filing pursuant to Rule 17a-5 under the Securities
Exchange Act of 1934. These financial statements are the responsibility of TFSI's management. Our
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit includes examining; on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of TFSI as of December 31, 2001 and 2000, and the results of its operations and its cash
tflows for the years then ended in conformity with accounting principles generally accepted in the United
States.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The information contained in Schedule 1 is presented for purposes of additional analysis and is
not a required part of the basic financial statements, but is supplementary information required by

Rule 17a-5 under the Securities Exchange Act of 1934, Such information has been subjected to the
auditing procedures applied in our audits of the basic financial statements and, in our opinion, 1s fairly
stated in all material respects in relation to the basic financial statements taken as a whole.

At A FEE

Jackson, Mississippi
February 1, 2002




TRUSTMARK FINANCIAL SERVICES, INC.

BALANCE SHEETS

DECEMBER 31, 2001 AND 2000

ASSETS

2001 2000
ASSETS:
Cash $ 402,850 $ 466,808
Short-term money market funds 5,305,545 3,253,141
Other asset receivables 371,724 -
Total assets $6,080,119  $3,719,949
LIABILITIES AND SHAREHOLDER'S EQUITY
LIABILITIES:
Due to shareholder $ 320,944 $ 358,791
Accrued expenses and other liabilities 514,845 168,732
Total liabilities 835,789 527,523
COMMITEMNTS AND CONTINGENCIES (NOTE 8)
SHAREHOLDER’S EQUITY:
Common stock, no par value; 1,000 shares authorized, issued and
outstanding 250,000 250,000
Retained earnings 4,994,330 2,942 426
Total shareholder’s equity 5,244,330 3,192,426
$6,080,119  $3,719,949

Total liabilities and shareholder’s equity

The accompanying notes are an integral part of these statements.




TRUSTMARK FINANCIAL SERVICES, INC.

STATEMENTS OF INCOME

FOR THE YEARS ENDED DECEMBER 31, 2001 AND 2000

INCOME:
Commissions
Investment advisory fees
Interest income

Other customer fees

EXPENSES:
Salaries and employee benefits
Clearing, execution, and market information
Occupancy and equipment
Administrative and other

INCOME BEFORE INCOME TAXES

INCOME TAX EXPENSE
NET INCOME

2001 2000
$4,912,344  $5,990,478
2,945,160 0
165,603 215,672
3,005 3,276
8,026,112 6,209,426
3,330,065 3,540,213
676,370 965,587
168,631 169,958
523,142 776,018
4,698,208 5,451,776
3,327,904 757,650
1,276,000 302,068
$2,051,904 § 455,582

The accompanying notes are an integral part of these statements.




TRUSTMARK FINANCIAL SERVICES, INC.

STATEMENTS OF CHANGES IN SHAREHOLDER'S EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2001 AND 2000

Common Stock Retained
Shares Amount Earnings Total
BALANCE, January 1, 2000 1,000  $250,000 $2,486,844  $2,736,844
Net income - - 455,582 455,582
BALANCE, December 31, 2000 1,000 250,000 2,942,426 3,192,426
Net income - - 2,051,904 2,051,904
BALANCE, December 31, 2001 1,000 $250,000 $4,994,330 $5,244,330

The accompanying notes are an integral part of these statements.




TRUSTMARK FINANCIAL SERVICES, INC.

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2001 AND 2000

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income
Adjustments to reconcile net income to net cash provided by
operating activities:
Increase in other assets
(Decrease) increase in due to shareholder
Increase (decrease) in accrued expenses and other liabilities
Net cash provided by operating activities
CASH AND CASH EQUIVALENTS, beginning of year

CASH AND CASH EQUIVALENTS, end of year

2001 2000

$2,051,904 § 455,582

(371,724) -

(37,847) 41,622
346,113 (38,883)

1,988,446 458,321

3,719,949 3,261,628

$5,708,395  $3,719,949

The accompanying notes are an integral part of these statements.
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TRUSTMARK FINANCIAL SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2001 AND 2000

ORGANIZATION

Trustmark Financial Services, Inc. (TFSI) is a wholly owned subsidiary of Trustmark National Bank (TNB),
which is a wholly owned subsidiary of Trustmark Corporation (Trustmark). TFSl is registered as a
broker-dealer in securities under the Securities Exchange Act of 1934. During 2001, TFSI became a
registered investment adviser under the investment Advisers Act of 1940. Its operations consist of
coordinating securities transactions for its customers through a single clearinghouse, Pershing, a division
of Donaldson, Lufkin, and Jenrette Securities Corporation (a wholly owned subsidiary of Donaldson,
Lufkin, and Jenrette, Inc.). Pershing clears substantially all securities transactions for TFSI's customers
and carries the accounts of such customers for those transactions on a fully disclosed basis. TFSi's
customer base consists primarily of TNB's customers from the Mississippi and Tennessee communities in
which TNB conducts business. TFSI does not engage in any underwriting activities. TFSl is a K(2)ii
reporting company and as such is exempt from the requirements of the Securities and Exchange
Commission {SEC) Rule 15¢3-3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Securities Transactions

Securities transactions and related revenues and expenses, including commissions, are recorded by
TFSI on a settlement date basis which does not differ significantly from that which would be recognized
on a trade date basis.

Investment Advisory Fees

Investment advisory fees are received monthly but are recognized as earned on a pro rata basis over the
term of the contract.

Income Taxes

TFSI does not file a separate income tax return; rather, its income is included in the consolidated return of
Trustmark. Under an intercompany tax sharing agreement, TFSI pays Trustmark for its pro rata share of
the consolidated current tax liability or receives its pro rata share of refunds for any current tax benefit.
There were no material temparary differences at December 31, 2001 and 2000. Payments to taxing
authorities are made by Trustmark.

Subordinated Liabilities
A statement of changes in liabilities subordinated to claims of creditors is not included in the

accompanying financial statements because TFSI had no liabilities subordinated to claims of creditors as
of December 31, 2001 or 2000.



Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting pericd. Actual
results could differ from those estimates. '

STATEMENTS OF CASH FLOWS

For the purpose of reporting cash flows, cash and cash equivalents include cash and short-term money
market funds.

During 2001 and 2000, TFS! paid to Trustmark $891,000 and $353,487, respectively, for income taxes
pursuant to a tax sharing agreement between TFSI and Trustmark. During 2001 and 2000, TFS! paid no
interest. :

FAIR VALUES OF FINANCIAL INSTRUMENTS

At December 31, 2001 and 2000, the carrying values of TFSI's assets and liabilities approximate their fair
values.

CASH

Under its clearing agreement with Pershing, TFS! is required to maintain a $100,000 “clearing deposit” on
which interest is earned at the rate of 1% below the Pershing Base Lending Rate.

RELATED PARTY TRANSACTIONS

Cash includes amounts in a noninterest-bearing intercompany account at TNB of $152,333 and $290,727
at December 31, 2001 and 2000, respectively.

TNB pays all direct costs for TFSI and charges TFSI for those expenses through the noninterest-bearing
intercompany account. At December 31, 2001 and 2000, TFS! owed TNB $320,944 and $358,791,
respectively, for such operating costs.

An indirect expense allocation is charged to TFSI through the noninterest-bearing intercompany account
for expenses such as unemployment taxes, telephone, professional fees, and insurance. Those
expenses were $229,200 and $421,200 for 2001 and 2000, respectively. TFSI rents office space from
TNB on a month-to-month basis, also charged to TFSI through the noninterest-bearing intercompany
account, which amounted to $92,400 for 2001 and 2000.

Full-time employees of TFS| participate in TNB's employee benefit plans, which include a noncontributory
pension plan, a 401(k) plan and a self-insured medical benefit plan. During 2001 and 2000, TFSI
incurred expenses of $15,600 for each year related to the noncontributory pension plan. Also, during
2001 and 2000, expenses of $94,800 for each year were incurred related to the 401(k) plan. TFSI
incurred expenses of $56,958 and $55,588 in 2001 and 2000, respectively, related to the medical benefit
plan.




7. NET CAPITAL REQUIREMENTS

TFS!is subject to the SEC’s Uniform Net Capital requirements (Rule 15¢3-1), which require the
maintenance of minimum net capital. TFSI uses the basic net capital method, which requires that TFSI
maintain minimum net capital, as defined, equal to the greater of $250,000 or 6 %/3% of aggregate
indebtedness. This rule also requires that the ratio of aggregate indebtedness to net capital, both as
defined, shall not exceed 15 to 1 (and the rule of the "applicable” exchange also provides that equity
capital may not be withdrawn or cash dividends paid if the resulting net capital ratio would exceed 10.

to 1). At December 31, 2001, TFSI had net capital, calculated pursuant to this rule, of $5,138,219, which
was 34,888,219 in excess of required net capital.

8. COMMITMENTS AND CONTINGENCIES

TFSI is subject to claims and other legal proceedings in the normal course of business. These
proceedings include alleged compensatory and punitive damages. Although it is not possible to
determine, with any certainty, the potential exposure related to punitive damages, in the opinion of
management, based upon consultation with legal counsel, the ultimate resolution of these proceedings
will not have a material effect on TFSI's financial statements.



SCHEDULE !

TRUSTMARK FINANCIAL SERVICES, INC.

COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1

FOR THE YEARS ENDED DECEMBER 31, 2001 AND 2000

2001 2000
Computation of net capital:
Total shareholder’s equity qualified for net capital $5,244,330  $3,192,426
Deduct: )
Nonallowable assets - -
Haircuts 106,111 66,197
Net capital $5,138,219  $3,126,229
Aggregate indebtedness:
Due to shareholder $ 320,944 § 358,791
Accrued expenses and other liabilities 514,845 168,732
Total aggregate indebtedness $ 835789 § 527,523
Computation of basic net capital requirement:
Net capital $5,138,219  $3,126,229
Less minimum net capital required 250,000 250,000
Excess net capital $4,888,219  $2,876,229
16% 17%

Percentage of aggregate indebtedness to net capital

There were no differences between the net capital computation under Rule 15¢3-1 reported above and
the computation filed by TFSI in the unaudited Form X-17A-5 for 2001 or 2000.
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ANDERSEN

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL
STRUCTURE REQUIRED BY SEC RULE 17a-5

To the Board of Directors of
Trustmark Financial Services, Inc.:

In planning and performing our audit of the financial statements of TRUSTMARK FINANCIAL
SERVICES, INC. (TFSI), a Mississippi corporation and wholly owned subsidiary of Trustmark National
Bank, for the year ended December 31, 2001, we considered its intemal control structure, including
control activities for safeguarding securities, in order to determine our auditing procedures for the purpose
of expressing our opinion on the financial statements and not to provide assurance on the internal control
structure.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made
a study of the practices and procedures followed by TFSI, including tests of such practices and
procedures, that we considered relevant to the objectives stated in Rule 17a-5(g) in making the periodic
computations of aggregate indebtedness (or aggregate debits) and net capital under Rule 17a-3(a)(11) and
for determining compliance with the exemptive provisions of Rule 15¢3-3. Because TFSI does not carry
securities accounts for customers or perform custodial functions relating to customer securities, we did
not review the practices and procedures followed by TFSI in any of the following: (1) making quarterly
securities examinations, counts, verifications and comparisons; (2) recordation of differences required by
Rule 17a-13; (3) complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System; and

(4) obtaining and maintaining physical possession or control of all fully paid and excess margin securities
of customers as required by Rule 15¢3-3.

The management of TFSI is responsible for establishing and maintaining an internal control structure and
the practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility,
estimates and judgments by management are required to assess the expected benefits and related costs of
controls and of the practices and procedures referred to in the preceding paragraph and to assess whether
those practices and procedures can be expected to achieve the SEC’s above-mentioned objectives. Two
of the objectives of an internal control structure and the practices and procedures are to provide
management with reasonable, but not absolute, assurance that assets for which TFSI has responsibility are
safeguarded against loss from unauthorized use or disposition and that transactions are executed in
accordance with management's authorization and recorded properly to permit the preparation of financial
statements in conformity with accounting principles generally accepted in the United States.

Rule 172-5(g) lists additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in any internal control structure or the practices and procedures referred to
above, errors or fraud may occur and not be detected. Also, projection of any evaluation of them to future
periods is subject to the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.
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Our consideration of the internal control structure would not necessarily disclose all matters in the
internal control structure that might be material weaknesses under standards established by the American
Institute of Certified Public Accountants. A material weakness is a condition in which the design or
operation of the specific internal control structure components does not reduce to a relatively low level
the risk that errors or fraud 1n amounts that would be material in relation to the financial statements being
audited may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. However, we noted no matters involving the internal control
structure, including control activities for safeguarding securities, which we consider to be material

weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes.
Based on this understanding and on our study, we believe that TFSI's practices and procedures were
adequate at December 31, 2001, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, the New York Stock Exchange, and other regulatory agencies that rely on Rule 17a-5(g) under the
Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not intended
to be and should not be used by anyone other than these specified parties.

At At FEEC

Jackson, Mississippi
February 1, 2002




